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SUBJECT: ENERGY: CANADIAN ECONOMIC EORECAST 
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BEGIN SUMMARY: CONSENSUS AMONG EORECASTERS AS OE EARLY 
JANUARY SUMMARIZED BY EOLLOWING MACROECONOMIC INDICATORS EOR 
1974: CONSTANT PRICE GNP, UP 4-5 PERCENT; IMPLICIT GNP 
PRICE DEELATOR, 7 PERCENT; CONSUMER PRICE INDEX, UP 8-10 
PERCENT; EXPORTS, UP 8 PERCENT; IMPORTS, UP 9-10 PERCENT; 

BALANCE OE PAYMENTS CURRENT ACCOUNT DEEICIT, C$1.5 
BILLION; EMPLOYMENT, UP 2.5-3 PERCENT; UNEMPLOYMENT 
RATE, 6 PERCENT; MONETARY AND EISCAL POLICIES, MAINLY 
NEUTRAL. EORECASTS ARE HIGHLY TENTATIVE AND COULD 
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OF ENERGY CRISIS BEYOND FIRST HALF OF YEAR. END SUMMARY. 

1. CANADA'S POSITION DIEFERS FROM THAT OF OTHER 
INDUSTRIALIZED COUNTRIES AFEECTED BY THE ENERGY CRISIS 
IN THAT IT IS NOMINALLY SELF-SUFFICIENT IN OIL. DOMESTIC OIL 
PRICES ARE "VOLUNTARILY ' FROZEN AND HIGHER COST OE OIL 
IMPORTS 'WHICH TAKE PLACE TO OVERCOME REGIONAL 
DISTRIBUTION PROBLEMS IS OEFSET BY HIGHER PRICES 
(ACHIEVED THROUGH IMPOSITION OP EXPORT TAXES) CHARGED 
ON EXPORTS OP CANADIAN OIL. THE EFPECTS, THEREPORE, 

OP THE CRISIS ON THE EXPORT-ORIENTED CANADIAN ECONOMY 
DURING 1974 WILL BE CAUSED INDIRECTLY, MAINLY BY 
DISLOCATIONS IN THE U.S., ITS MAJOR TRADING PARTNER. 

ALL PORECASTERS HAVE SCALED DOWN PROSPECTS FOR THE 
YEAR BECAUSE OP THE CRISIS, BUT EVEN THE MOST 
PESSIMISTIC PROVIDES FOR REAL GROWTH OP BETWEEN 3.5 
AND 4 PERCENT. MOST PORECASTERS PREDICATE THEIR 
ANALYSES ON ASSUMPTION THAT OIL BOYCOTT ON U.S. WILL 
END DURING THE PIRST HALF OF THE YEAR. THE TORONTO 
GLOBE AND MAIL ASSEMBLED VIEWS OP BANK AND RESEARCH 
INSTITUTION FORECASTS IN AN ARTICLE PUBLISHED LAST 
WEEK. INDIVIDUAL VIEWS BY OTHER ECONOMISTS DO NOT 
DIPFER SUBSTANTIALLY. POLLOWING PARAGRAPHS, THEREPORE, 
REPRESENT ESTIMATES BASED ON CONSENSUS PUBLIC AND 
PRIVATE SECTOR PORECASTS. POR SUBSEQUENT WEEKLY 
UPDATES, WE WILL CONTACT VARIOUS INSTITUTIONS FOR 
ELABORATION POR INDIVIDUAL COMPONENTS. 

2. GNP: IN CONTRAST WITH PREVIOUS TWO YEARS WHEN GNP 
RISES WERE PACED BY GROWTH IN CONSUMER EXPENDITURES, 
PORECASTERS AGREE THAT IN 1974, GNP ADVANCES WILL 
DEPEND ON EXPECTED BOOM IN BUSINESS INVESTMENT IN NEW 
PLANT AND EQUIPMENT. ORIGINALLY PREDICTED AT 21 PERCENT 
POR YEAR, IT IS NOW BELIEVED THAT BUSINESS INVESTMENT WILL 
RISE BY 15 TO 18 PERCENT BECAUSE OP EXPECTED MATERIALS 
SHORTAGES. (SHORTAGES ARE NOT ATTRIBUTED TO ENERGY 
CRISIS BUT TO THE BEYOND-LONG-TERM-CAPACITY-OPERATION 
OP ECONOMY DURING PART OF 1973.) CONSUMER EXPENDITURES 
WILL RISE BY 8 TO 1 1 PERCENT INSTEAD OF 14-15 PERCENT 

IN 1973. (DECLINE IN PROJECTED OUTLAYS FOR DURABLES, 
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CHIEFLY AUTOMOBILES, WILL BE RESPONSIBLE.) GNP 
EXPECTED TO RISE BY 1 1 TO 12 PERCENT IN CURRENT 
NT 

PRICES. WITH GENERAL AGREEMENT ON A GNP PRICE 
DEPLATOR OP 7 PERCENT, PORECASTERS DIPFER ON ESTIMATES 
OP REAL GROWTH WITH THE MOST OPTIMISTIC ESTIMATES AT 
5 PERCENT; CONPERENCE BOARD OF CANADA PREDICTING 4 
PERCENT. IP THERE NO PROSPECT OP EASING OF U.S. ENERGY 
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CRISIS BY END OF FIRST QUARTER (E.G. ANNOUNCEMENT OF 
END OF OIL BOYCOTT), IT IS BELIEVED THAT FURTHER 
EROSION IN REAL GROWTH WILL TAKE PLACE IN CANADA. 
HOWEVER, WE HAVE SEEN NO ESTIMATES BELOW 3.5 PERCENT. 

3. INFLATION: WHILE THERE GENERAL AGREEMENT ON LEVEL 
OF OVERALL DEFLATOR, ESTIMATES OF INCREASE IN CONSUMER 
PRICE INDEX FOR 1974 VARY, WITH AVERAGE JUST OVER 8 
PERCENT; ROYAL BANK ESTIMATE OF 10 PERCENT IS THE MOST 
PESSIMISTIC. ONE OTTAWA ECONOMIST ASSERTS THAT EACH 
S3-PER-BARREL INCREASE IN PRICE OF IMPORTED CRUDE WOULD 
ADD AT LEAST TWO-THIRDS OF A PERCENTAGE POINT TO ANNUAL 
CPI INCREASE. (NOTE: WHILE DOMESTIC OIL PRICES ARE 
FROZEN, IMPORTERS HAVE BEEN ALLOWED TO PASS ON HIGHER 
COSTS. THIS HAS RESULTED IN SIGNIFICANT PRICE DISPARITY 
BETWEEN EASTERN AND WESTERN CANADA WHICH WILL BE ONE OF 
PRIORITY ISSUES AT JANUARY 22-23 FEDERAL-PROVINCIAL 
ENERGY CONFERENCE.) 
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